






1955 





ed at 
lus a 
bsidy 


harge 





rate, 
nport 


va, 


y a2, 







uction 





‘mand 





ng the 
96,000 
. The 
Febru- 


tively. 










er the 





pence, 





pence 






Wool 
955. 








nquire 
Is that 
n New 







hanges 






en ap- 





‘ree of 
labor. 
ources. 
ial wel- 





1955. 







n by 
nate- 
ficial 
> end 
ided, 
fore 
irces 
id. 

ot in 
e ob- 











D. C. 














CIAL SCIENCES / 


INTERNATIONAL 


PUBLIC LIBRARY] 


APR a0 


Financial News Surveyor _ 


Vol. VII, No. 40 ° 





In an address to the 19th Session of the U.N. Economic 
and Social Council on April 7, Mr. Eugene R. Black, 
President of the International Bank for Reconstruction 
and Development, commented on the increasing activity 
of private capital and private entrepreneurs in the field 
of economic development, and outlined the salient char- 
acteristics of the Bank’s proposed new affiliate, the Inter- 
national Finance Corporation (see this News Survey, Vol. 
VII, pp. 166 and 198). 

The Bank is completing drafting a charter for the IFC, 
and this will soon be presented to member governments 
for consideration. It is hoped that agreement can be 
reached in the near future so that ratification by the 
constitutional processes of the various governments can 
proceed without delay. All countries which are members 
of the IBRD will have an opportunity to join the IFC. 
Governors of the Bank who represent governments which 
join the IFC will serve as Governors of the new institu- 
tion, and the Bank Executive Directors who represent at 
least one government which becomes a member of IFC 
will constitute its Board of Directors. The President of 
the Bank will serve as Chairman of IFC’s Board of 
Directors. The new Corporation will have its own Presi- 
dent, appointed by the Board of Directors on the nomi- 
nation of the Chairman, and responsible for the conduct 
of the Corporation’s business. 

With an authorized capital of $100 million, available 


International Payment Conditions in the ECAFE Region 


The balance of payments of the countries of the 
ECAFE region have been subject during the last two 
years to widely divergent influences, both internal and 
external, favorable and unfavorable, but the total impact 
seems to have been generally adverse. The foreign ex- 
change reserves of many countries of the region deteri- 
orated. The raw material exporting countries, Pakistan, 
Indonesia, and Ceylon, were the first to suffer, while in 
the rice exporting countries, Burma and Thailand, the 
deterioration which set in during 1953 was aggravated in 
1954. India and the Philippines adopted slightly more 
liberal policies, but several countries found it necessary 
in 1954 to intensify their quantitative import and pay- 
ments restrictions. 

The payments difficulties of ECAFE countries would 
have been much more serious but for favorable world 
developments. The relaxation of payments and trade 
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for subscription by member governments on a basis pro- 
portionate to their subscriptions to the Bank, the IFC 
will’be financially entirely separate from the Bank. 

IFC will be empowered to engage in types of financing 
from’ which the Bank is excluded, making loans for 
private projects without the necessity of obtaining gov- 
ernmental guarantee. It will not invest in capital stock, 
but will, in effect, provide venture capital—by investing, 
for example, in securities which would give it a right to 
participate in the profits of the enterprise, and which, 
when sold to private investors, would be convertible into 
capital stock. It will not assume management responsi- 
bility, and will be under obligation to revolve its funds 
by selling its investments to private investors as oppor- 
tunity offers. 

The success of the Corporation will be judged by the 
extent to which it generates an increase in the flow of 
private capital. It will supplement and not substitute for 
private investment, and it will not invest in projects where 
the private interests concerned are not carrying a full 
share of the investment. The IFC will operate particularly 
in the less developed areas. It will have authority to invest 
in private agricultural, financial, and commercial under- 
takings, but its main emphasis is likely to be on industry. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
April 7, 1955. 





restrictions by Western Europe, especially the United 
Kingdom, is an important development affecting several 
ECAFE countries. The level of economic activity in the 
industrial countries has basically not been unfavorable 
to the trade and payments of ECAFE countries, since 
there has been no major recession, and the flow of 
external financial assistance is continuing. 


The commercial and exchange policies of ECAFE 
countries have aimed in the past two years at export 
promotion and at selective import control. Export pro- 
motion, however, is not easy when there is a buyers’ 
market for many commodities, and if imports are re- 
stricted, the increased import demand generated by de- 
velopment expenditure might lead to inflation. In gen- 
eral, export earnings are apparently reaching some degree 
of stability at a level somewhat higher than before the 
boom of 1950-51, but substantially lower than the peak. 
Imports are, however, being maintained at a relatively 
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higher level. The ratio of exports to imports, which had 
been 1.1 in 1950, declined to .80 in 1953, and to .78 in 
the first half of 1954. (If Japan is excluded, this ratio 
was .91 in 1953 and .93 in the first half of 1954.) 


Source: Economic Commission for Asia and the Far East, 
Economic Survey of Asia and the Far East, 1954, 
Bangkok, Thailand, February 1955. 


Europe 


The International Gold Market 


An important development in the international gold 
market in the first half of March was the revival of 
London-Switzerland-Paris arbitrage operations, which are 
always possible when there is a sufficient margin between 
the London and the Paris prices. The London price has, 
however, remained fairly steady at the equivalent of 
$35.05-06 per fine ounce, as the continental banks usually 
suspend their purchases in London as soon as the price 
exceeds $35.05. The price of bar gold in Paris, which 
had been up to the equivalent of $35.42, was quoted at 
$35.23 per fine ounce on March 17. The authorities have 
no strong incentive to object to illegal gold imports from 
Switzerland, which in the last resort strengthen the French 
gold reserves. The daily turnover in Paris has been be- 
tween 350 million and 600 million French francs. 


Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
March 19, 1955. 


Sterling Exchange Rates 


Sterling exchange rates were again fairly steady during 
the week ending April 12, the rates quoted in New York 
being fractionally higher than a week ago. The official 
spot rate was $2.7981 and the transferable sterling rate 
$2.7738. 


Source: The Journal of Commerce, New York, N.Y., 
April 13, 1955. 


U.K. National Income and Expenditure 


Preliminary estimates of U.K. national income and 
expenditure show a rise of 6 per cent in personal incomes 
in 1954—the same rate of increase as in 1953. While 
wages and salaries rose faster in 1954 (714 per cent) 
than in 1953 (514 per cent), rent, dividends, and interest 
rose by only 4 per cent and their share of total income 
fell. The rise in dividends and interest paid by companies 
did not perceptibly slacken, but a smaller share reached 
the personal investor. Property income paid abroad rose 
by £33 million in 1954, and similar incomes received fell 
by £5 million. Domestic incomes from rent expanded 
moderately, but total interest payments were affected by 
the fall in money rates over the year as a whole. 
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Personal savings (including savings of farmers and 
unincorporated businesses), at £909 million, showed vir- 
tually no change from 1953. As a proportion of personal 
income after tax, personal saving rose from 2.5 per cent 
in 1951 to 7.6 per cent in 1953 and fell to 7.2 per cent in 
1954. Saving through national savings media, building 
societies, and life insurance rose more than enough to 
offset the expansion in hire-purchase debt. Farm income 
fell from £406 million to £378 million. 


Company savings (including those of public corpora- 
tions) rose in 1954 from £1,309 million to £1,437 million, 
so that total private saving continued to grow. Rising 
prices of stocks absorbed part of the increase, whereas in 
1954 savings available for investment had benefited from 
falling stock prices. After allowing for stock appreciation, 
therefore, total private saving rose by only £14 million, 
to £2,276 million. 

As saving through the budget surplus rose by £140 
million in the calendar year, reversing a downward trend 
in 1951-53, total national savings available for invest- 
ment rose in 1954 by 5%4 per cent, to £2,819 million, or 
18 per cent of gross national product. This last percentage 
has remained remarkably stable since 1948. 


Source: The Economist, London, England, April 2, 1955. 


Belgian-Luxembourg Exchange Regulations 


The Institut Belgo-Luxembourgeois du Change 
(Belgian-Luxembourg Exchange Office) has announced a 
number of changes as of April 1, 1955 in the exchange 
regulations of Belgium and Luxembourg. The changes 
are designed to grant, to both residents and nonresidents, 
greater freedom of choice as regards the currency used 
for the settlement of current transactions, to extend the 
transferability of nonresident accounts, and to liberalize 
capital transactions further (see this News Survey, Vol. 
VII, p. 17). For this purpose nonresident accounts have 
been regrouped and are now divided into five categories. 

1. Financial Accounts. The use of these accounts, 
which previously were called L-accounts and were open 
only to residents of other EPU countries, is now extended 
to all nonresidents, including residents of the dollar area. 
Financial Accounts can be used for capital transactions 
(e.g., sales and purchases of securities and direct invest- 
ments) and for certain other specified transactions be- 
tween Belgian-Luxembourg residents and nonresidents 
They are freely transferable between nonresidents and 
can be negotiated in a free market. 


2. Convertible Accounts. Existing nonresident accounts 
of dollar area residents now become Convertible Accounts. 
They will no longer be denominated by the country of 
residence of the account holder, and are now open to any 
nonresident who sells, to an authorized bank in Belgium- 
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Luxembourg, U.S. or Canadian dollars at the official rate. 
Convertible Accounts are used mainly for the settlement 
of current transactions. Balances on these accounts are 
freely transferable to any other type of nonresident 
account, 


3. EPU Accounts. These are the accounts of author- 
ized banks in EPU countries (except Turkey). They are 
used mainly for the settlement of current transactions 
between the BLEU and other EPU countries. Balances 
in these accounts are now freely transferable to other 


EPU Accounts. 


4. Bilateral Accounts. These are the accounts of author- 
ized banks in countries whose trade with the BLEU is car- 
ried out on a bilateral basis (Argentina, Brazil, Bulgaria, 
Chile, Czechoslovakia, Egypt, Finland, Hungary, Poland, 
Rumania, Spain, Turkey, U.S.S.R., Uruguay, and Yugo- 
slavia). They are used mainly for the settlement of 
current transactions with those countries. Balances in 
these accounts are freely transferable only to other Bi- 
lateral Accounts of the same nationality. 

5. No Agreement Accounts. These are the accounts 
of residents of countries not mentioned above. They are 
used mainly for the settlement of current transactions 
between the BLEU and these countries. They are freely 
transferable to EPU and Bilateral Accounts. 


Sources: Moniteur Belge, March 25, 1955, and Agence 
Economique et Financiére, March 26, 1955, 
Brussels, Belgium. 


Denmark's External Balance Sheet 


In the period 1935-38, Denmark’s total foreign assets 
rose by about DKr 250 million, to DKr 934 million, 
while liabilities decreased by DKr 64 million, to 
DKr 2,173 million. During the war, liabilities remained 
virtually unchanged while assets rose by more than 
DKr 7 billion. However, the whole of this increase 
represented claims on Germany which subsequently had 
to be written off, and at the end of 1945 adjusted assets 
were only DKr 1,435 million, against liabilities of 
DKr 2,416 million, leaving net liabilities of DKr 981 
million, against DKr 1,239 million at the end of 1938. 
The improvement in the foreign position was to a large 
extent the result of the impossibility of maintaining 
domestic capital equipment during the war; early postwar 
reconstruction led to an increase in the foreign debt of 
DKr 3 billion in the period 1945-50. In the same period 
foreign assets rose by slightly more than DKr 1 billion. 
In the following three years—until the end of 1953— 
Denmark repaid DKr 175 million of its debt and in- 
creased its assets by DKr 918 million, and although the 
net liabilities amounted to DKr 1,800 million, they were 
only about DKr 400 million more than at the end of 1939. 
In 1954 the net position probably deteriorated by about 
DKr 400-500 million. However, measured in 1938 prices, 





Denmark’s total net liabilities are still substantially less 
than in 1938. 


Source: Finanstidende, Copenhagen, Denmark, April 1, 
1955. 


Strike Settlements in Finland 
During the last half of March a strike of Finnish Gov- 


ernment employees in the lower income brackets, who 
demanded larger wage increases than were proposed by 
the Government, halted all train, shipping, postal, and 
customs services. By an arbitrated settlement of the 
strike, the strikers’ claims have been fully met. Salary 
increases will also become effective for the higher salaried 
employees who were not on strike. The new wage in- 
creases will amount to some Fmk 6.8 billion ($29.5 mil- 
lion), in contrast with the increase of Fmk 3.2 billion 
proposed by the Government. 

Early in April Finnish farmers also threatened a deliv- 
ery strike. They were dissatisfied with the calculation of 
agricultural income as specified in the stabilization pro- 
gram agreed on last fall (see this News Survey, Vol. VII, 
p. 197). The strike was avoided when the Agrarian- 
Social Democrat coalition government voted by 7 to 5 
to accept the farmers’ demands. Agricultural income is 
to be pegged at a level equivalent to the general level of 
earnings, whereas according to the agreement of last fall 
only half of any increase in the general wage level due 
to causes other than a rise in the cost of living index 
(industrial wages are linked to the cost of living index) 
was to be taken into account in the adjustment of farm 
income. The wages of industrial workers are now being 
negotiated for 1955, and the outcome of these negotia- 
tions will determine the effects of the new agreement on 
farm income. 


Sources: Hufvudstadsbladet, Helsinki, Finland, March 27, 
1955; Svenska Dagbladet, Stockholm, Sweden, 
April 2, 1955. 


Icelandic Government Accounts 


The preliminary figures for Iceland’s 1954 budget shaw 
a current account surplus of IKr 89.7 million, which is 
slightly greater than the surplus for 1953. Current rev- 
enue was [Kr 537 million, compared with [Kr 510 million 
in 1953. The largest revenue items were ad valorem 
import duties, IKr 152 million, state enterprises, [Kr 117 
million, and sales taxes, IKr 116 million. Current ex- 
penditures were [Kr 448 million, compared with IKr 424 
million in 1953. The chief expenditures were for educa- 
tion, IKr 63 million, for social purposes, [Kr 56 million, 
for subsidies, IKr 51 million, and for roads, [Kr 48 
million. 


Source: Statistical Bureau, Hagtidindi, Reykjavik, Ice- 
land, February 1955. 


Middle East 


Egyptian Pound Quotations 


The averages of published percentage premiums in 
March 1955 and March 1954 for sterling, the U.S. dollar, 
and the deutsche mark in Cairo in the “import entitle- 
ment accounts” were as follows: 

March March 
1954 1955 
3.801 8.145 


7.124 10.800 
5.041 9.411 


Sterling 
U.S. dollar 


Deutsche mark 


The average of published quotations for the “export 
pound” in Beirut, which had been LL 8.68 per LE 1 in 
March 1954, was LL 8.63 per LE 1 in March 1955. 


Sources: Al Ahram, Cairo. Egypt, various issues. 


Cost of Living in Israel 


The cost of living index in Israel, which had risen by 
20 per cent in 1953, increased a further 7'% per cent in 
1954. It was stable at 228 (September 1951=100) dur- 
ing the last four months of the year. 


Source: Israel Economic Horizons, New York. N.Y.. 


March 1955. 


New Oil Agreement in Iraq 


An agreement was signed on March 24 between the 
Iraqi Government and the Iraq Petroleum Company and 
associated companies, providing for an adjustment of 
Iraqi oil prices and of the discount allowed to the com- 
panies under the 1952 equal profit sharing agreement. 
The new agreement enters into force immediately with 
retroactive effect to January 1, 1954. 

The 1952 agreement fixed crude prices at the Syrian- 
Iraqi border at 94s. a ton ($13.16) and at Fao at 81s. 9d. 
($11.45). These prices were based on the world prices 
for Iraqi oil prevailing at the time, after deducting a 
discount which was allowed to the companies to com- 
pensate them for the lower prices at which long-term and 
bulk sales would be made. Under the new arrangement 
the Syrian-Iraqi border price goes up to 108s. 3d. 
($15.15) and that at Fao to 111s. 11d. ($15.67), and the 
discount is reduced to 2 per cent of the sale price. 

As a result of the new agreement, Iraq’s share of 
profits has risen to an average rate of 46s. 8d. per ton, 
i.e., an increase of ID 0.35 per ton. Iraq will accordingly 
receive about 1D 72 million ($201.6 million) in 1955. 
Since the agreement is retroactive, an additional ID 10.7 
million ($30.0 million) will be due for 1954, for which 
ID 57.7 million had already been paid under the terms of 
the 1952 agreement. Negotiations are still proceeding to 
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apply the new rates tv 1953. The Iraqi Government has 
made a reservation to the effect that if a neighboring oil 
producer should reach agreement on a formula estab- 
lishing better price terms than have been accorded to 
Iraq, this formula should also be adopted by agreement 
for Iraqi oil. 


Source: The Iraq Times, Baghdad, Iraq, March 25, 1955. 


Iranian Exchange Rates 


The Iranian Government made the following an- 
nouncement in February with regard to the exchange 
rate structure of Iran: The buying rate for Category I 
export exchange (i.e., official plus certificate rate) will 
be Rls 75.00 per US$1, instead of Rls 82.00 as before; 
the selling rate for Category I imports (i.e., official plus 
certificate rate) will be Ris 76.50 per US$1; until 
the Bank Melli has been able to dispose of exchange 
holdings previously purchased at the old rate, it may sell 
exchange for Category I imports as follows: (a) 50 per 
cent at Rls 76.50 per US$1, (b) 50 per cent at Rls 82.50 
per US$1. After the Bank’s accumulated holdings have 
been disposed of, the rate of Rls 76.50 per US$1 will 
come into effect; buying and selling rates for noncom- 
mercial exchange will be at Rls 75.00 and Rls 76.50 per 
US$1, respectively. 


Source: Keyhan, Teheran, Iran, February 6, 1955. 


FOA Loan fo Iran 


An agreement for a loan of $32 million to Iran was 
announced on April 4 by the Foreign Operations Admin- 
istration. The loan, which is repayable in U.S. dollars 
over a 25-year period at an average rate of interest of 
2.41 per cent, is part of FOA’s $74.3 million allotment to 
Iran for technical cooperation and development assistance 
during the current fiscal year. The loan funds will help 
Iran carry out its extensive plan for economic develop- 
ment. 

FOA loans, made under provisions of Sec. 505 of the 
Mutual Security Act, are negotiated by the U.S. Depart- 
ment of State and FOA. The FOA is responsible for dis- 
bursement of the loans and other administration is han- 
dled by the Export-Import Bank. 


Source: Foreign Operations Administration, Press Re- 


lease, Washington, D.C., April 4, 1955. 


Pakistan's 1955-56 Budget 
The Minister of Finance of Pakistan on March 31, 1955 


reviewed economic developments in Pakistan in 1954 and 
presented a summary of the 1955-56 budget. He stated 
that agricultural production, and in particular produc- 
tion of foodgrains, had increased during 1954. Indus- 
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trial productive capacity had also continued to expand. 
The capacity of the cotton textile industry, which in 1949 
was 177,000 spindles, had reached 1.32 million spindles 
at the end of December 1954, and was expected to rise 
to 1.5 million by mid-1955. The jute industry had a 
capacity of over 5,000 looms, which in a few months’ 
time would rise to 6,000 looms. Pakistan had become self- 
sufficient in the coarse and medium varieties of cloth, 
writing paper, and shoes, and was steadily approaching 
self-sufficiency in cement, paper board, and certain es- 
sential chemicals. There was already an exportable sur- 
plus of jute manufactures. Because of the rapid rise in 
domestic consumption of cotton, cotton exports had de- 
clined, and as a consequence foreign exchange earnings 
fell from PRs 1,551 million in 1953 to PRs 1,275 million 
in 1954. With foreign exchange payments of PRs 1,437 
million that were slightly higher than in 1953 (PRs 1,428 
million), Pakistan had sustained a balance of payments 
deficit of PRs 162 million in 1954. 

The Minister stated that revenue estimates for the 
1955-56 budget were PRs 1,190 million, or PRs 36 million 
more than the revised estimates for 1954-55, because of 
the increased yields expected from income tax, sales tax, 
central excise duties, and expected higher surpluses of 
the railway and posts and telegraph administrations. Ex- 
penditures met from revenue were estimated at PRs 1,204 
million, or PRs 104 million more than in the previous 
year, primarily because of the transfer of some defense 
expenditures from the capital to the revenue section of 
the budget. Thus, the revenue account of the budget 
would show a deficit of PRs 14 million. In addition, 
the budget provided for capital expenditures of PRs 1,244 
million. These expenditures, which are more than 40 
per cent greater than the revised estimate of capital ex- 
penditures for the previous year, included development 
expenditures of the Central Government (PRs 519 mil- 
lion), development loans to provinces and local bodies 
(PRs 495 million), and expenditures from various de- 
velopment funds (PRs 134 million) created for specific 
purposes, such as the refugee fund, social uplift fund, 
and agricultural development fund. From the amount to 
be directly spent by the Central Government, provision 
was made for the improvement of railways and Chitta- 
gong Port (PRs 145 million), post and telegraph (PRs 37 
million), and for the construction of the Warsak hydro- 
electric project (PRs 24 million). An additional PRs 151 
million was set aside for investments in the projects of 
the Pakistan Industrial Development Corporation. The 
Central Government would also contribute PRs 30 million 
toward the capital of an industrial bank to be established 
during 1955-56 to meet the growing requirements of 
industrial credit. 

Capital expenditures were to be financed, the Minister 
stated, primarily by means of internal loans (PRs 150 


million), external loans (PRs 104 million), foreign aid 
(PRs 632 million), and short-term loans in the form of 
Treasury bills (PRs 201 million). The Government also 
envisaged the introduction in 1955-56 of certain tax 
changes which would have the net effect of covering the 
estimated deficit of PRs 14 million in the revenue account 
and producing a small surplus (PRs 0.5 million). 


Sources: Budget Speech of the Finance Minister, and 
White Paper on the Budget of the Government 
of Pakistan for 1955-56, Karachi, Pakistan, 
March 31, 1955. 


Far East 


India’s Second Five Year Plan 


An initial draft of India’s Second Five Year Plan is to 
be published by the Planning Commission next month. 
It will first be placed before the Economists’ Panel of the 
National Development Council. The Commission’s draft 
envisages a total outlay of Rs 55-60 billion, to be allocated 
between the public and private sectors in the ratio of two 
to one. (The First Five Year Plan had provided for a 
total investment outlay of about Rs 32 billion, including 
expenditure in the private sector.) 

The highest importance is being given to increasing 
employment opportunities in the Second Plan period, and 
it is hoped to provide 12 million additional jobs by 1961. 
Industrial development is expected to increase factory 
employment from the present level of about 3 million to 
about 4.2-4.4 million. There will be a large increase in 
steel output by about 1958-59 when the Rourkela and 
Bhilai plants and the proposed third steel mill are com- 
missioned. Meanwhile steel imports are to be increased 
substantially so as to facilitate the expansion of domestic 
fabricating and engineering capacity. 

While industry is to be promoted as rapidly as possible, 
the target for the agricultural sector will be to double the 
real income of the rural population within ten years. The 
expansion of cottage and small-scale industries and of 
the building trade is expected to provide an additional 
214-3 million jobs. About Rs 2 billion is to be allocated 
to the development of cottage and small-scale industries. 
Investment in construction and housing is expected to be 
doubled, to about Rs 3.2 billion per annum. 


Source: The Times of India, Bombay, India, April 6, 
1955. 


Revaluation of Thailand's Currency Reserve 


The Ministry of Finance of Thailand has issued a new 
ministerial regulation concerning the valuation of cur- 
rency reserves. As from March 18, 1955, the following 
rates will be applied to the assets composing the currency) 
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reserve: 0.444335 gram of fine gold = 1 baht; 56 baht = 
£1; 20 baht = US$1. 
Source: Ministry of Finance, Ministerial Regulation 


No. 9, Bangkok, Thailand, March 18, 1955. 


Economic Situation in Vietnam 


Vietnam is confronted with the problem of resettling 
some 600,000 or more refugees. Foreign aid was partic- 
ularly important in the fourth quarter of 1954 for finan- 
cing the subsistence costs of refugees, but the problem 
of rehabilitation and resettlement remains. The Govern- 
ment’s program of agrarian reform, which has made 
substantial progress, may provide means for resettling 
many of these people. A decree to be promulgated will 
authorize the distribution for the use of refugees of land 
which was not cultivated last year. A revision of the 
landlord-tenant relationship regulations already promul- 
gated is expected to improve the tenant farmer’s position. 

The disbursement of U.S. economic and technical aid 
for Vietnam up to December 13, 1954 amounted to 
US$92.7 million. Beginning January 1, 1955, this aid 
is to be given directly to Vietnam, rather than through 
the agency of France. A treaty between Vietnam and 
France, signed on December 30, 1954, provides for tariff 
preference to each other’s goods, and details of the tariff 
preferences and quotas to be granted are now being 
negotiated in Paris (see also this News Survey, Vol. VII, 


p. 223). 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 4, 1955. 


Economic Developments in Taiwan 


Favorable economic developments in Taiwan in the 
third quarter of 1954 were a rise in industrial output, a 
good rice crop, and increased rice and pineapple exports. 
On the other hand, total foreign trade declined, a severe 
drought resulted in lower tea production and power 
shortages, and Government deficit spending increased, 
with inflationary pressures continuing throughout the 
quarter. 

Over-all industrial production was greater by 2.6 per 
cent than in the second quarter, and exceeded the third 
quarter 1953 output by 7.6 per cent. The textile industry 
continued to be handicapped by high production costs 
and decreasing local and export sales. In addition, the 
commodity tax on cotton yarn was increased on July 10 
from 5 per cent to 15 per cent. Only 252 of a total of 329 
private cotton weaving mills were in operation during 
September. 

Sugar cane planting for the 1955-56 season commenced 
in July, and by the end of September approximately 41 
per cent of the goal of 91,000 hectares was planted. Pro- 
ducers hope that 700,000 tons of sugar will result from 
the 1955-56 crop, or 100,000 tons more than the export 
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quota allocated to Taiwan under the 1953 International 
Sugar Agreement. Tea production for 1954 was reduced 
to 10,000 metric tons, or 2,000 tons less than in 1953. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., March 21, 1955. 


Taiwan's Fishery Production 


The Fishery Production Committee of Taiwan has re- 
ported that Taiwan’s fish catch in 1954 totaled 152,548 
metric tons, which exceeded the planned target by 7,548 
tons, and represented an increase of some 33,000 tons 
over the peak record set by the Japanese during their 
rule of Taiwan. The goal for 1955 has been set at 
160,000 metric tons of fish of all kinds. Seagoing fisheries 
are to be further developed in 1955. 

The 1954 fish catch exceeded by 11,950 tons the 1953 
catch, which was estimated to be worth at least NT$650 
million at wholesale prices. The estimated value of the 
1954 catch is not yet available. 


Source: Chinese News Service, Press Release, New York. 


N. Y., April 5, 1955. 


Japan's Exchange Rate System 


The Japanese Government decided on March 19, 1955 
to liberalize the system of setting spot foreign exchange 
rates by delegating powers to the Bank of Japan and the 
foreign exchange banks to fix certain buying or selling 
rates. The new system became effective on March 22. 

The Ministry of Finance has go far used the par value 
of ¥ 360 per US$1 as the basic rate by reference to 
which the rates for sterling, the Canadian dollar, and 
the Swiss franc are determined. In accordance with the 
rates thus determined, the Ministry of Finance has set 
both the T.T. buying and selling rates of the Government, 
and the T.T. and sight buying and selling rates, the ac- 
ceptance rates for retirement of import bills, and the 
usance bill buying rates of authorized foreign exchange 
banks. 

Under the new system, the T.T. buying and selling rates 
of the Government, and the T.T. buying and selling rates 
and sight selling rate of foreign exchange banks will 
continue as heretofore to be fixed by the Ministry of 
Finance. The sight buying rate and the acceptance rate 
will, however, be freely set by the foreign exchange banks 
within the specified upper and lower limits, and the usance 
bill buying rate will in principle be freely quoted by the 
foreign exchange banks. The yen-sterling rate, the yen- 
Canadian dollar rate, and the yen-Swiss franc rate will 
be calculated by the Bank of Japan, instead of by the 
Ministry of Finance, and will be published in the name 
of the Ministry of Finance. 

The yen-sterling rate, which has hitherto been modified 
in accordance with every 1% cent fluctuation in the Lon- 
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don dollar-sterling exchange rate, will in future be revised 
whenever there is a movement of 4g cent in the latter 
rate, so that the yen-sterling rate will reflect exchange 
fluctuations in London more accurately. The yen-Canadian 
dollar rate will similarly be adjusted for changes of 1% 
cent in the Canadian exchange rate, and the yen-Swiss 
franc rate for changes of 14 centime. 


Sources: Nihon Keizai Shimbun, March 19, 1955, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, March 26, 1955, Tokyo, Japan. 


U.S. Bank Loan fo the Philippines 


The Chemical Corn Exchange Bank of New York has 
pioneered a new kind of loan to Philippine business by 
extending loans of $1.8 million through a syndicate of 
five Philippine banks to the Binelbagan-Irabela Sugar 
Company. The amount of the loans is to be credited to 
the account of the Central Bank of the Philippines by the 
Chemical Corn Exchange Bank. The Central Bank will 
then release the loan in Philippine pesos to the syndicate 
of five Philippine banks, which in turn will lend to the 
sugar company. The Chemical Corn Exchange Bank will 
charge the syndicate of Philippine banks annual interest 
of not more than 3 per cent (actually only 214 per cent), 
while the sugar company will be charged 6 per cent by the 
syndicate. The company will assign to the syndicate part 
of its production as security to cover the loan. The sugar 
will be sold by the Chemical Corn Exchange Bank with 
the cooperation of New York sugar brokers in the New 
York market. As soon as a shipment is made, the five 
Philippine banks will forward export bills of lading and 
drafts to the Chemical Corn Exchange Bank for collection 
from the sugar buyers through or from the New York 
correspondents of these five banks. From the proceeds 
of the sale, the Chemical Corn Exchange Bank will collect 
the amount of the loan plus interest, the balance being 
remitted to the sugar company through the Philippine 
bank syndicate, which will liquidate the loan and collect 
the interest from the company. 

Although there is a nominal remittance in dollars of 
interest at 21% per cent, this will in fact be collected and 
deducted from the proceeds of the sale of the sugar 
abroad. The 17 per cent foreign exchange tax on the 
remittance of interest due to the Chemical Corn Exchange 
Bank will be paid by the company in pesos in Manila and 
will not be deducted from the amount accruing to the 
Chemical Bank. Thus, the Chemical Corn Exchange Bank 
will earn not only interest on the loan but also the usual 
collection charges on the drafts covering the sugar exports. 

The arrangement was worked out and approved by the 
Central Bank of the Philippines to encourage the flow of 
private U.S. capital to the Philippines and thus to help 
replenish the country’s foreign exchange reserves. The 
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Governor of the Central Bank has also announced that 
two U.S. banks will extend short-term and long-term 
credits amounting to P 90 million to Philippine banking 
institutions, under arrangements just concluded. A P 40 
million credit line will be extended to the Philippine Na- 
tional Bank by a New York bank and a P. 50 million credit 
line to the Philippine Rehabilitation Finance Corporation 
by a bank in San Francisco. An additional P 100 million 
may become available to the two Philippine institutions 
when current negotiations are completed. 


Sources: Philippine Association, Philippine Newsletter, 
March 31, 1955, and Philippine American 
Chamber of Commerce, Weekly Bulletin, April 8, 
1955, New York, N. Y. 


United States and Canada 


U.S. Credit Conditions 


For the first time in their history the Federal Reserve 
Banks purchased bankers’ acceptances on their own 
initiative during the week ended April 6, 1955. Hereto- 
fore the Federal Reserve System has confined its open 
market operations to U.S. Government securities. (During 
the 1920’s the Reserve Banks were also active in the ac- 
ceptance market, but the initiative was then with the 
market in response to changes in buying rates posted 
by the Reserve Banks.) The purchase in the first week of 
April of $13 million of acceptances was stated not to 
indicate any change in basic policy, since the amounts 
purchased are too small to affect general credit conditions. 
Instead the action is regarded as part of an effort to pro- 
mote foreign trade by making more use of this financing 
facility; it has stemmed from a revival of acceptance 
financing by U.S. banks, as the amount of acceptances 
outstanding rose during 1954 by 50 per cent, or $300 
million. 

Member banks in New York City reported a sharp rise 
of $101 million in loans to brokers and dealers for pur- 
chasing or carrying securities other than U.S. Govern- 
ment obligations. The total of this credit is now $1,757 
million, compared with $828 million a year ago. 


Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N. Y., April 8, 1955. 


Canadian Budget for 1955-56 


Canadian government budgetary expenditure in the 
fiscal year beginning April 1, 1955 is estimated at $4,362 
million and revenue at $4,202 million, leaving a prospec- 
tive deficit of $160 million. Net disbursements on non- 
budgetary account are expected to be around $160 million. 

Revenue estimates are based on the assumption that 
gross national product will rise by more than 5 per cent, 
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from $24 million in 1954 to $25.25 billion in 1955. The 
budget provides for tax reductions involving revenue 
losses estimated at $148 million in the current year and 
$207 million in a full year. Personal income tax rates are 
to be reduced by two percentage points—equivalent to 
an average reduction in payments of 10 per cent in a full 
year—and the tax on corporate profits is to be reduced 
from 47 per cent to 45 per cent. In addition, the 15 per 
cent excise tax on automobiles is to be reduced to 10 per 
cent and the excise on tires and tubes is to be eliminated. 
Among the minor tax proposals were several affecting 
nonresident corporations. In future the status of non- 
resident investment corporations, paying taxes of only 
15 per cent on income earned in Canada, will be denied 
to corporations drawing more than 10 per cent of their 
profits from real estate rentals; all corporations receiving 
income from ships and aircraft are to be regarded as 
residents; and when a Canadian corporation is bought 
by a nonresident concern any dividend paid by the pur- 
chaser from the undistributed reserves of the Canadian 
concern will be taxable at the 15 per cent rate. Canadian 
investment companies, which hitherto were tax exempt if 
they paid out 85 per cent of their income in dividends, 
are to be taxed at a standard rate of 20 per cent. Special 
tax incentive provisions for the extractive industries, 
hitherto granted annually, are to be established on a 
permanent basis. A number of minor tariff changes were 
proposed, including several reductions and three increases 
—on polyethylene, ethylene glycol, and certain types of 
aircraft; proposals for increasing the tariff on imports 
of British woolens were specifically rejected. 

Actual budgetary expenditure in 1954-55 was $4,255 
million and revenue $4,107 million, which left a deficit of 
$148 million in place of a small intended surplus. In 
addition a deficit of $46 million in the Old Age Security 
Fund was charged to expenditures, raising the budgetary 
deficit to $194 million. Nonbudgetary accounts showed a 
surplus of $196 million. After taking account of other 
transactions, gross indebtedness rose by only $21 million. 
The budgetary deficit, the first since 1946, was due 
to a shortfall in revenues of $360 million below the 
estimated amount, only partially offset by underspending 
of $205 million: most of the decline in revenue was on 
account of lower receipts from the corporate income tax. 


Sources: The Globe and Mail, April'5 and 6, 1955, and 
The Financial Post, April 9, 1955, Toronto, 
Canada. 


Other Countries 


Reserve Ratios in New Zealand 


The Reserve Bank of New Zealand announced that as 
of February 28 the reserve ratios of trading banks will 
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be lowered, for a period of about two months, from 25 per 
cent of demand liabilities and 124 per cent of time 
liabilities to 15 per cent and 714 per cent, respectively. 
The measure was described as a technical adjustment to 
enable the banks to cope with the drain on their cash 
resulting from income tax payments which are specially 
heavy at this time of the year. It does not indicate any 
change in the policy of restricting by high reserve ratios 
the margin of free cash held by the trading banks in 
order to restrain the inflationary forces in the economy. 
The ratios will be raised again on or about May 1, to a 
level which will be decided in the light of circumstances 
at the time but which will ensure a continuation of the 
present tightness of credit. 


Source: New Zealand Embassy, News from New Zealand, 
Washington, D. C., March 1955. 


Surinam’s Development 


According to official communiqués published in The 
Hague and in Paramaribo, the Netherlands Government 
is, in principle, prepared to particpate to an amount of 
f. 171 million (US$45 million) in Surinam’s ten-year 
development plan. Priority will be granted the Nether- 
lands for carrying out development projects if its terms 
and conditions are equal to those which Surinam can 
obtain elsewhere. 


The Netherlands will pay two thirds of the cost of each 
project—one third in the form of loans and one third 
as grants-in-aid to Surinam—and Surinam will finance 
the remaining third. If Surinam should obtain foreign 
development loans, the one-third share that the Nether- 
lands is prepared to finance by loans will be reduced by 
the amount of the foreign loans. 


Source: Het Financieele Dagblad, Amsterdam Nether- 
lands, March 30, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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